BY LAWRENCE GROSE AND EDWARD O. BASSELT

Automobile Purchases by Business and Consumers
As Refleeted in the National Acceumés

P&SSENGER car solas, nlthough

. somewhat below Inst yenr's advaneed

fourth quarter poce, continued bigh in
the opening months of 1962, After o
particularly poor start last year when
the cyelical low in general business
was renched, cor sales improved, especi-
ally in the fourih quorter nfter the
introduction of new models, For 1961
ng £ whols, 6 million wnits were sold,
represeniing o decline of 10 pereent
rom 1960, The prezent snbte of car
buying is ahout 23 percent, o %3%
billion, hove Inst year's fBrsk quarter
low point. Deapite this improvement,
gales remain at a fairly low level for the
postwer period 85 a proportion of final
purchases in the aconoimy.

Private passenger car buying in
recend yeors has sveraged only about 4
percant of final puwechases (total GNP

less husiness inventory component),
but because they nre extromely sensi-
tive to general business conditiona and
other [actors, clanges in auto pwr-
chnses have an important effect on the
movement of finel purchnses. The
volalility of nuto sales is displayed by
the chart on this page.

In obout hslf of the quarters since
1937 arto purchases have moved covn-
ter to changes in othor finnl purchases,
and in those perdods when both have
moved in the snme direciion, aulos have
olten accounted for 20 percent or mol'e
of the change in finpd purchases. In
lagt, tha only quarterly decling of final
purchases in tho lust recessipn—{rom
tho fourth quurier of 1963 to the first
quarier of 19G1l—wns accompunied Dy
a shaxp falloff in auto sales, and the
uptura in the following quarter fea-
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tured a strong revival in nuto buying.
Because of the importance ol auto
uying in the movement of GNP and
sgveral of its components, this orticle
nnalyzes the market for automobiles
pelative to totn] demand for final prod-
ucls, reviews how aule purchases sre
nllocnted between business and con-
sumers, and finally, traces the move-
mens of snles within thesa markets.

Trogement in CNP

Possenger car purchases, for GNP
purpoees, would ba best measured by
net autlays of buyers {the gross value
of new and used car purchoses losz
amounta received for trnde-ins and
other disposals). To convert net owt-
lays to the value of sutomobils produs-
tion in total GNP, it would be necesspary
only to bake necount of changes in nuto
derlers’ nod manulociurers’ stocks of
ears. This metlod would also give the
worreet Ggures for expendibures, seving,
and  investment of each purcheser
group.

Excopt {or special studies, however,
comprohensive datn on nst sutlnys nre
not available. or thie veason, total
domaestic aute purchases ara approxi-
mated ag the value of new car enles
plus dealers’ gross margin on ueed eov
sales.

Allocations emorg grovps qf buyers

Datn on exports nnd imporis of care
ove svailable and ineluded in the net
export component of GNP, Govern-
mant purchases, whichk nre relatively
emall, ave estimated sopnrately snd
included in govemmment purchases of
goods nnd scrvices. Tha remaining
domestic purchases (including impords)
which are alloeated bstween business
and consamers are shown in twe of the
expenditure eategories of GNP. Con-
sumer purchases e shown under
personel conswmnpiion expenditares, and
purchazes by businass are included in
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producers’ durabla equipment, » com-
ponent of gross private domestic
mvestmant.

The procedures underlying the busi-
neas copaumer allocations of private
putoe purclinsez ore deseribed in o ghort
note ot the cloze of this article.  Briefly,
surveys by the Public Roads Adminis-
tration, of rond-use in terms of mileage
for business snd consumer purposcs
bave been vzed a8 on approximation of
tha relative net outlays for these pur-
poses in both the pre-Weorld War 11
anxl the postwar periods,

Fable I.—Frivate Aute El&mdimm. and
Final Purchinaos of Goods and Sercvices,
152061
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For 1957 and 1988, several special
surveys, conducted for the National
Income Division, of various groups of
purchasers comprising virtually the
total domestic marked for pussenger
cars, substantiolly verified the alloca-
tions made from the postwar road-use
data. These surveys provided infor-
mation on net outlays by pwrchaser
group and ¢n purchoses charged to busi-
nesa wheare there was both business and
personal use of a car.
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It should be noted that while the al-
loention of passenger car sales i8 Bt
Leat rough, innccurncies de not affect
the magoitude of toknd GNP,

Shifts in automobile demand

Demand for sutos has been high but
with wide flustuations during rmost of
the postwar pariod.  In 1950, and agein
in 1455, private purcheses of autos con-
stituted 5 percent of toial final pur-
chases of goods and services ng com-
pared with 3.6 percent in 1929, In
the early post-war period deferred de-
mand undoubtedly wis responsible for
mpintaining the high shore of auto out-
put, ard in 1955, changes in engioeer-
ing, stybng, and terms of finance
served to stimulate demand.

The markeb for putos has fallen off
since 1955, averaging over the las; 6
yeors sbout the same proportion of
Anal purchases as in 1929, Yaat year
nuto buying represented only 3.1 pet=
cent of final purchnacs, one of thelowest
proportions since the recemversion pe-
riod following Wold Wor II. How-
ever, in the final quarier of the yem,
with the introduction of the 1982
nwdels, the ise in auto purclinzes
hrought the ratio to final purchases to
3.5 percent, n proportion more in line
with recent years' experisnce.

Consurner shgre rises ™

Consimets now aceount for a largel:
proporction of ecar ouilaye (ees chnrt on

. poge 14).  Prior to World War 11, 70
¢ percent of expenditures for cutos repre-

sented congumer outlays. In the posi-
war peviod, once, new cors were ogiin

i praingital supply, o marled shift in

the.market for autos took place.” High
wartima savings, fall ainployment, the
mova to tha auhorbe, o high rate of
frmily formation, o shiortar worl weelk,
and longer vacstions have all besn
factors in spurring consumer demand
{or nutos, With thess developmenis,
the eonsunter share of expenditures for
nutos rose to about 85 percent hy ihe
mid-1050's whils business sxpenditures,
althouph increasing substantinlly in
whzolute terms, neverthelass, were
spproximaiely halved frem  prewar
praporiicns. :
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Business autos lorge part of equip-
ment outlnys

Passonger ears in husiness use have
& 1nirly short life—they may generally
b dopreeinted i 3 to § years, according
to Trensury Bolletin F, Usgful Liwes
and Depreviation Rates—and their re-
eurrent purchnaes lorm asignificant pars
of capital outlays for equipment. As
table 3 shows, passenger cors have
amounted v about 12 peresnt of ayuip-
ment outlays over the postwor peried.

AUTOMOBILE DUYMNG
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During moat. of the yanra of this period,
purchases of passenger cars by buai-
negaes have excopded the total for
trucks, troilers, and buses. Ounly in
recant Years have outlnyz for tha letter
bean greater than thoss for passenger
cars. Business investment in oll types
of road vehicles has aecounted for closs
to one-fourch of all capita! outlays for
equipinent,.

The relaiively high proportion of
business investment for passenger cnre
may stom from tha faet that autos,
unlike mosi other forms of business
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percent of parsonal consumption ex-
penditures; during the enly 1950's this
had risen to about & percent. The
ratic has declined somewhnt since that
time, angd wus 4 percent last year, one
of the Iowest proportions of the postwar
pevicd.

Upgreding continues unitil 1957

The importance of car cutlays in
conaumers’ budgets baz also heen
influenced in the postwar poriod by
changes in the types of cars purahase.
Bopinning with the fust important
postemr model changeover, that of the
1940 cars, there wns {or a long period
n considersble upgrading in car pur-
chages. Thie i evident from the
incrensing proportion of cors equipped

with extia priced equipment sueh s

eight-cylindeor engines, aufonintic trang-
Mmiszicna, power steering nod brakes,
pud =i conditiomers. A measure of
this upgrading, along with other general
quality improvemants, can be obinined
from the comparizen of the nymbar of
cars purchased with the constant doilar
GNP expenditure series for nuto -
chasez. In the eonstant dollar measzpre
n ghift [rom a product of lower grade to
ona of hizher grade—relative grade
heing mensured by relrlive price—is

SURVEY OF CURRENT BUSINESS

refecterd as on increase in eutput, An
opposita shilt in grade would have the
oppogite effect. Since the aute price
index of the Buresu of Labor Statistics
uzed to obbain the constant dollar
series allows for specification changes,
and insolar as possible, for gquelity
improvements, the constent dollar se-
ries also reflects these which me not
unlike grade changes.

As the chart on page 17 shows,
there was almost o 10 percent upgrading
in auto purchases from 1949 {o 1957,
Singe 1057, thiz movement has been
completely reverged, initisfly under the
impoct of the small foreign imporis
which increased in enles—fron 200,000
in 1367 o 600,000 in 1958. More
racontly the grade of car purchosee has
boen ajse affected by the introduction
of tha ecompaet domestie ear. It is
interesiing to nota that all of the [1.8
car makes whiclh heve bheen digoon-
tinued since the peak in upgrading
sccurred hinve beon in the madivm and
upper prica brackets.

Mised-use cars small pert of con-
sumer outlnys
Unlike the situation in respect to
businesz net outlays, where mixed-uze
cars formed the lerger part of the
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business total, the vast bulk of con-
sumer cars ure bought only for personal
usa, The mmowni of consvmer net
cultlay in 1957 und 1858 stemming (rom
mixed-use cars smounied only to about
7 percent.  Self-empleyed persens con-
tributed about three-fourthe of this,
nnd employecs who nre reimbuysed by
busineszes for the use of theilr cars
accounted for the remainder.

Adwto-related expendisure

In addition to the $14 billion spent
for new cars and net purchases of used
cars last year, conaumers spent snother
$24 billion tc keep these cars in opera-
tion. These other sute-rclated sxpond-
itures cover the purelnse of acoessvries
und parts, eperating supplies and serv-
ices. . As in the cose of autos, these
expanditires are noi rsported separ-
otely for business and consumers, and
the spme consumer allocation factos
ore applied ta obitain the consumer
portion, During most of the postwar
period auto-related avpenditures have
been balf ogain as luge 25 suto pur-
cheses. Together aute and auto-re-
Inted -expenditures 1represent about
cne-eighth of total persoenal consump-
tion expenditures.

In contrast to wuto purchases—which
ara extremaly volatile—auto-related
consumgtion expendifures, are dapand-
enk for the most pact on tho growth in
te stock of velacles held by conswmers
ond on their use. Such expondibures
ww an expanding, bub fairly stable

“element of conswinption. As kable 4

shown, tho total of these items has
continued to rise withoui interrupiion
since the eud of the wur,

Gasoline biggest cost

Purchaaes of gnsoline and oil aeconnt
Ly for for the largest part—50 per-
cent—al  aufo-related expenditures,
Such service ilems s repairs, gransing,
washing, ate., are the next lorgest
component of this total, representing
about 20 percent. Purchinsos of tires
and tubes, ncoeesories and ports, nnd
nuto insurance bave in recent years,
been of npprosimately equal moagnitude
and together account for an addilienal
20 percent of thess expenditures.

Interest on suto debt, which repro-
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pented only a very smoll portion of
auiorelated ouilays in the immediate
postewar period, hos expanded sharply
and now represenia aboub 10 percant
of the total. This development is, of
cowrse, sssesiated with the growth in
borrowing relative to auto purchases,
and also to a lengthening in the nvernge
term of auto-insiallment loana.

Role of the compuet cay

The U.S. compect car hos already
had o pronsunced affeet on the market
for automobiles. In 1981, every third
ear aold wns o compaot. Becavse of

‘I their Jower' prices, the compacts in

1061 wore regponsible for pnssenger cor
outlays being $14% billion less thin
they would have been Lad the srme
) numher of standird ears been sold.

. Along with the lower purchase price
of the compact, there is sn attendant
" seving in operation expense. It uses
lesa gusoline, insurance costz me lower,

Shifts 1o Higher Unit Volue Cars Was the
Trand Untldl 1957, Thersofer bawar Unit
Cory Were Favorad
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nnd maintenance costs are somewhod
reduced. As o result, auto-related con.
gumption expenditures have also been
affegted by this davelopment, but io
a minor extent, becouse the number of
comnpact cars in the tote]l stock of
poesenger cars is still small.

Procedural Note
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with Westarn Europe was o part in
iran2actions on goods and scrvices, in
part also in private capital movements.

For 1961 as a whole, Europs scens

SURVEY OF CURRENT BUSINESS

to have veceived over 33 billion from
other thon recorded tronsactions with
the Tniied BSiates, compared with
about 52 billien in 1960.
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State and Local
Government Outlays

{Continued from p. 18)

gronts finnnee mora thon o querter of
&ll loeal government sxpenditores.

Investment outlays spur borrowing

Mobwithstanding the increases in
texes, intergovernmente] payments, and
athar reecipis—social insvranes con-
tributions and gurrent surplue from
governmental commeteinl onterpriscs—
State and local govarnments ore steadily
inewring deoficite and their debt bna
heen incrensing. Most of this horrow-
ing is for inwestment outluys [or
sonstruction nnd equipment, which are
in large measura debt-finnneed. School
construction, and lo a lesser exbent,
witer and 2cwer syetemne, nhel rond nnd
bridge conatruction, bLuva loomed
inrprest in these borrowing proprmms.

Total debt incressed by 35 billion in
1961 ns i€ had in each of the preceding
sevornl venrs. The amount of debt
ouistanding at midyear wis 372K
billiop—about tlres-fourths of which
represonted loenl government oblipn-
tions. In apprajsing the changa in
indehtedness, it may be noted that
althovgl the proportion of outstending
Stnte and loeal govertament debt to
GNP los rison stendify over tho post-
war yeus, it iz still well helew the
tatios observed for the pre-World War
1T period.

‘The deficit shown in the neeompany-
ing tablea is not equivalent to the .
¢hanga in outstznding debt mainly
bocause the Tessipts and axpenditures
on income aad product account include
the pension and other trost fund trans-
netions, and exclude chahges in finon-
¢izl nssets ind land trangnctions. Pen-
sion fund surpluses are largely reapon-
sible for the overall surpluz on income
ond produet account that is shewn for
State governments.
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